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FAMILY SPENDING 
FAMILY SPENDS MORE 


Family spending patterns have changed in last decade. Now more money ate hen 
goes toward housing costs, autos, medical care, recreation, telephone ee 

and telegraph service, private schools and colleges, foreign travel, and (Percentage of increase over 10 years ago*) 
airline fares. 

Changing price structures result in less spending proportionately for 

groceries, clothing, liquor, tobacco, home appliances, furniture, jewelry 

and watches, amusement tickets and railroad fares than 10 years ago. 


SAVINGS 


Despite upturn in spending, individual savings held to a high level in 
second quarter 1959. Savings and loan associations report savings, after 
withdrawals, rose by $425 million in April, a gain of 17% over April 
1958, which in itself was a record April. 

Individual savings continued at a high rate in 1958 with net financial 
saving at $16.2 billion compared with $18.1 billion in 1957, the post-war 
record. Although personal income after taxes rose for full year 1958, 
increase was partly offset by increased consumer spending. 

Consumers are in best shape financially since World War II. They added 
$1.33 to their savings in 1958 for every dollar of increase in debt to buy 
homes, cars and other goods and services. FAMILY SPENDS LESS 


ON THESE THINGS 
CONSUMER IS TRILLIONAIRE 
A balance sheet showing net financial position of U. S. consumer in- 
dicates he improved his asset position in first quarter 1959, moving his 
total net worth to nearly one and a quarter TRILLION dollars—up 
$152.2 billion from a year ago. 
Total liabilities of consumers have gone down $1.0 billion, while total 
assets have increased $24.4 billion. Largest increase in assets has come 
in individual holdings of corporate and other securities—jumping from 
$280.0 billion at year-end 1957 to $377.4 billion at year-end 1958—an 
increase of $97.4 billion. 
Compared with year-end 1957, current assets were up from $763.9 billion 
to $890.7 billion. Fixed assets were up from $479.1 billion to $503.5 
billion. Instalment credit was down from $34.1 billion to $33.9 billion, 
but non-instalment credit was up from $10.7 billion to $11.2 billion. 
Mortgage debt was down from $107.6 billion to $106.3 billion. 


(Percentage of decrease over 10 years ago*) 
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EMPLOYMENT 


Employment in April 1959 reached 65 million, a new record for month— 
up 1.2 million from March and 2.1 million above April 1958. May 
showed continued improvement with 14 major industrial areas removed 
from substantial labor surplus list, and unemployment reduced in 90% 
of 149 major areas surveyed. 

April’s 3.6 million unemployed was a decline of 735,000—encouraged 
estimates of reductions to 2.9 million by October 1959. Unemploy- 
ment at April rate of 5.3% of total work force is still a problem, but 
4% to 4.5% is normal even in high level prosperity. 

Full employment is a difficult goal. Labor force grows about 900,000 
yearly. Added to 3.6 million unemployed in April, this means 4.5 
million new jobs would have to be created for full employment by 
April 1960. To provide this added employment would require a rise 
in Gross National Product to an annual rate of over $500. Such a goal 
is feasable, but it is not likely jobs would match unemployed workers’ 
skills and location. Result—manpower shortages and concurrent un- 
employment. 


OCCUPATIONS OF FAMILY HEADS 


Shifts in major occupation of family heads from 1949 to 1958 show a 52% 
increase in salaried professionals, managers and officials, and a 23% 
drop in self-employed proprietors and professionals (including farmers). 
A 38% increase in nonworkers was also noted. This category includes 
family heads who are unemployed, in armed forces, or for some other 
reason are not in labor force. 


BUSINESS OUTLOOK 


10-year business outlook: Rapid growth with increases of from 100% to 
200% expected in guided missiles and space projects, office computers, 
air transport, electronics, aluminum, drugs, plastics and home building. 
More moderate but steady growth with 50% to 100% increases ahead for 
business services, engineering services, educational services, medical 
services, chemicals, communications, construction, water and sewerage 
projects, and state and local governments. 

Business boom moving into 1960 seems assured. Some leveling out may 
be expected in summer of 1959 with slight dip possible if a steel strike 
is prolonged. Fall will bring rise as new auto models appear and 
consumers find themselves with record incomes to spend. 

Winter will bring new highs in business with a booming Christmas trade. 
Autos and household equipment will be in strong demand. Business 
will be increasing outlays for equipment and adding to inventories. 
Average family income in U. S. in 1958 was $6,220. After paying $610 
in Federal income taxes, average family had $5,610 left for spending and 
saving. 

An upward shift of families along income scale has brought more than one 
family in five into $8,000-or-over income bracket. Some 25% of nation’s 
families earn from $4,000 to $6,000; about 13% earn $10,000 or over; 
and 14% earn under $2,000. 
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THE CONSUMER BALANCE SHEET 


AS OF DECEMBER 31, 1958 (Estimates, in billions of dollars) 


ASSETS LIABILITIES 


Current Assets: Current Liabilities: 


Currency & Bank Instalment Credit .... $33.9 
ee eee 


Non-Instalment 
Savings & Loan Assn. 


OIDs ciesstsccnceans 


Total Current 
Insurance & Pensions...... Liabilities 


Government Securities 


Fixed Liabilities: 
Individual Holdings of 


Corporate and other 
Securities ............ 


Mortgage Debt...... $106.3 


Total Fixed Liabilities 
Total Current Assets 


Total Liabilities 


Fixed Assets: 


Net Worth of American 
Consumers 


Non-Farm Family Home 
Ownership ......... 


Equity in Durable 


Total Fixed Assets 





Total Assets $1,394.2 $1,394.2 


“Purchased since 1948, depreciated at 10%. Sources: Securities and Exchange Commission, Federal Reserve Board 
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PERSONAI, INCOME ° 


Personal income for first quarter 1959 was at seasonally adjusted annual 
rate of $365.7 billion, up $6.2 billion from fourth quarter 1958, and 
$17.4 billion above a year ago. This was a whopping $1574 billion 
above 1949 annual rate. 

Personal income in April 1959 was at a seasonally adjusted annual rate 
of $372.5 billion, up $3.2 billion from March, and $23 billion higher 
than a year ago. 

Disposable personal income (after taxes) in opening quarter 1959 was 
at an annual rate of $320.9 billion, up $5.1 billion from previous quarter. 


PERSONAL EXPENDITURES 


Personal consumption expenditures far exceeded earlier estimates in first 
quarter 1959 by jumping to $300.5 billion, compared to $295.9 billion 
last quarter, and $286.2 billion in first quarter 1958. 

First quarter 1959 durable goods totals were at $40.1 billion, up from last 
quarter's $38.9 billion, and from $36.6 billion a year ago. 

Nondurable goods was at $145.2 billion, compared to $143.3 and $139.8. 
Services were at $115.1 billion, compared to $113.6 and $110.1. 

Travel expenditures by Americans at home and abroad totaled $26 billion 
in 1958, up $1.8 billion from 1957. Foreign travel is up 25% so far 
in 1959, with a special emphasis on the Pacific. 

Annual repair costs for upkeep of consumer automobiles, appliances and 
household furnishings will reach $6 billion in 1959, up $0.5 billion from 
1957 and double 1949 figure. Car repairs are biggest factor with total 
expected to reach $4 billion. Radio and television repair bill in 1957 was 
$650 million, five times 1947 figure. 


CONSUMER CREDIT 


Consumer instalment credit was $34,453 million at end of April 1959, up 
$423 million, seasonally adjusted, over previous month for largest 
monthly increase since 1955, and $1,565 million over a year ago. April 
extensions hit new high of $3,939 million and repayments increased 
to $3,516 million. 

Credit for consumer durable goods accounted for most of growth in total 
outstanding. Auto paper rose $220 million; other consumer goods 
paper was up $120 million. Personal loans and repair and moderniza- 
tion loans continued upward trend. 

Noninstalment credit outstanding was $10,463 million at end of April 1959, 
up $56 million seasonally adjusted from March, and $734 million over 
a year ago. 

Total consumer credit was $44,916 million at end of April 1959, up $479 
million adjusted over March, and $2,299 million over a year ago. 
Consumer finance companies, specializing in personal cash instalment 
loans, reported $3,379 million in loans outstanding at end of April, up 
$8 million from March, and $87 million over a year ago. Volume of 
loans made during the month was $403 million, down $15 million from 
March and down $2 million from year ago. 
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BUSINESS FINANCING 


Business loans outstanding at reporting banks rose by $212 million in week 
ending May 13. In four prior weeks loans expanded $305 million, 
compared to a decline of $583 million in same weeks in 1958, and a 
rise of $44 million in 1957. 

Increased rates: Federal Reserve increased discount rates to member 
banks from 3% to 3.5% late in May. Banks increased charge on prime 
business loans to 4.5% in mid May, up 0.5%—same level as at height 
of money squeeze in 1957. June 1959 brought second increase in two 
weeks in commercial paper rates as trend toward higher interest rates 
continues. 

Tighter credit brought offerings of 1,284 mortgages valued at $15.1 mil- 
lion to FNMA (“Fanny May’—Federal National Mortgage Associa- 
tion) in week ending May 14, for an 18-month high. 


CONSUMER PRICES 


Consumer Price Index for U. S. cities rose 0.2% in April 1959. Prices 
were higher for transportation, medical care, recreation, and personal 
care, and lower on food. The Consumer Price Index, up 0.3% over 
a year ago, returned to record high level of 123.9 (1947-49=100) reached 
in July and November 1958. 

Food prices dropped to prevent an even greater rise in April index. Food 
costs are now in seasonal rise which should peak in July, then decline. 
Bumper corn crops should bring cheaper meats in fall and winter. 
Purchasing power of consumer dollar April 1959 was $0.807, down slightly 
from $0.808 in March and from $0.811 a year ago (1947-49=$1.00). 
Inflationary pressures will keep eroding the dollar but no sharp changes 
are anticipated in 1959. 

Purchasing power of factory workers reached record high in April 1959 as 
earnings rose more than cost of living. A factory worker with 3 depend- 
ents had buying power equal to 126% of 1947-49 level. Previous record 
was December 1956 when index was 125.5%. 

The plant worker's take-home pay, in actual dollars, was also a record high 
in April. It reached $80.68 per week for an employee with 3 dependents 
—50 cents above previous record set month before. 


PRODUCTION 


Gross National Product for first quarter 1959 was at annual rate of $467 
billion, up $14 billion from fourth quarter and $40 billion above early 
1958 low. Gains were mostly in physical volume of production; overall 
price advances have been limited. 

Industrial production rose to new high in April 1959, with 149% of 
194749 average—for 12th successive monthly gain. Hard goods rose 
to early 1957 levels. Soft goods again recorded a new high. Factory 
production was at record peak for week of May 16. 

Construction contract awards in April rose to $3.7 billion, 31% above 
awards for April 1958, and largest total for any month in history. 

Auto output for 1959 reached 3.1 million units by May 23, up nearly 1 
million from 2.2 million a year ago. Sales may top 6.3 million in 1959, 
with sales of 7 million in 1960 indicated. 


CONSUMER PRICE INDEX 
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